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SUBJECT: ICELANDIC ALLOYS (UNION CARBIDE) ANNOUNCES REVIEW OF 
PLANS 

REF: REYKJAVIK 1268 

1. SUMMARY. FOLLOWING NEWS LEAK, ICELANDIC OFFICIALS OF FERRO- 
SILICON PLANT ANNOUNCED NOVEMBER 13 THAT PROJECT WOULD BE DE- 
LAYED WHILE THE EFFECTS OF STEEL RECESSION WERE BEING ASSESSED. 
EMPHASIS WAS GIVEN TO DETERIORATION OF MARKET FOR PRODUCT AND 
THE HARDENING OF TERMS IN THE LOAN MARKET. PRESS CARRIED STORY 
STRAIGHT WITH NO EDITORIAL COMMENT. FOCUS OF ICELANDIC ATTEN- 
TION HEAVILY ON FISH LIMIT DISPUTE, AND MAY THUS HAVE REDUCED 
IMPACT OF ANNOUNCEMENT. END SUMMARY. 
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2. ANNOUNCEMENT. ICELANDIC OFFICIALS OF ICELANDIC ALLOYS LTD. 
(NAME OF ICELANDIC FIRM COMPOSED OF GOI AND UNION CARBIDE TO 
PRODUCE FERROSILICON) ON NOVEMBER 13 ISSUED FOLLOWING PRESS 
RELEASE: "IN PREVIOUS MONTHS THERE HAS BEEN CONSIDERABLE 
DEPRESSION IN EUROPEAN STEEL INDUSTRY CAUSING MARKET OUTLOOK 
FOR FERROSILICON TO DETERIORATE, AND LARGE PRODUCERS' IN- 
VENTORIES TO ACCUMULATE. AT SAME TIME, TERMS AND CONDITIONS 
IN FINANCIAL LOAN MARKETS HAVE TIGHTENED, WITH HIGHER INTEREST 
RATES AND SHORTER REPAYMENT PERIODS. FOR THESE REASONS, 

BOARD OF DIRECTOR OF ICELANDIC ALLOYS CONSIDERS IT NECESSARY 
TO REVIEW PRIOR ESTIMATES REGARDING CAPITAL COSTS, TIMING OF 
CONSTRUCTION, AND OPERATING COSTS. UNTIL THIS REVIEW AND 
LOAN NEGOTIATIONS ARE CONCLUDED, THE BOARD OF DIRECTORS 
CONSIDERS IT ADVISABLE TO MINIMIZE NEW FINANCIAL 
COMMITMENTS OF THE COMPANY." 

3. IN PRESS CONFERENCE FOLLOWING ISSUANCE OF PRESS RELEASE 
FOLLOWING ADDITIONAL POINTS EMERGED: 

A. PLAN IS TO CONTINUE PROJECTS ALREADY STARTED AND TO 
ACCEPT TENDERS FOR JOBS THAT WILL NEED TO BE DONE; BUT NO 
NEW FINANCIAL COMMITMENTS WOULD BE UNDERTAKEN. 

B. INVESTIGATION OF EFFECTS OF STEEL RECESSION WOULD 

TAKE ABOUT TWO MONTHS; ALSO TIMING OF COMPLETION OF PROJECT 
IN 1977 OR 1978 WOULD BE DELAYED A FEW MONTHS SO AS TO COME 
OFF AT TIME BEST SUITED FOR ENTERING MARKET. 

C. PLANT IS REPORTEDLY OBLIGATED TO BUY ELECTRICITY 
WHETHER PLANT NEES IT OR NOT. ON JANUARY 1 , 1978 ELECTRIC 
BILL RUNNING ABOUT $2 MILLION A YEAR BEGINS TO MOUNT. 

D. PREPARATION OF GROUND NOW UNDER WAY WILL BE COM- 
PLEATED BY MIDDLE OF DECEMBER AND THEN WORK COULD STOP FOR 
A FEW MONTHS. 

E. LOAN TERMS ARE NOW RUNNING ABOUT 11-13 PERCENT FOR 8 
YEARS PLUS A GUARANTEE. BUILDING COST IS ESTIMATED TO HAVE 
GONE UP 10-20 PERCENT IN PAST YEAR. 
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4. COMMENT: BECAUSE STORY HAD LEAKED OUT A COUPLE OF DAYS IN 
ADVANCE, PRESS RELEASE WAS NOT A SURPRISE. PRESS CARRIED STORY 
STRAIGHT ON INSIDE OR BACK PAGES WITHOUT COMMENT. COMMUNIST 
THJODVILJINN EMPHASIZED, "WORK PROJECT STOPS MIDDLE OF DECEMBER." 
GOI HAS NOT ISSUED ANY STATEMENT. 
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